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This research is a study of the feasibility of a joint
professional business consulting services centre in Hong Kong. The
paper emphasises the market environment of business consulting and
financial viability of the idea of joint professional consulting
services. Interviews were conducted with possible clients and with
practising business consultants in order to gather information about
the market and the reactions of businessmen to the concept.
The first three chapters are an introduction to business
consulting, the idea to be researched and the methods to be used.
Chapter 4, 5, and 6 deal with the macro view of the local
economy and results of interviews. The target market is then defined
in Chapter 7.
Finally, conclusions and recommendations with financial
projections and programs of implementation are drawn with a view to
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The Objectives of this study are to obtain information and make
recommendation on the following:-
1. Whether it is feasible to form a joint professional
business management and related consulting services
centre by a group of MBA graduates having
their own individual professional backgrounds.
2. if yes, what should be:-
the company's goals and objectives,(1)
the target market,(11)
the organisational set-up,(111)
the important financial considerations.(iv)
3. further, if yes, how should plans for such set-up be
implemented.
The Background Reasons of Why Such A Topic Is Selected
It is undisputed that business entities are growing complex,
dynamic and changing at faster rates. Globalization, great
diversification of business, portfolio investment, growth of
multinational corporations, mergers of different companies,
acquisitions, business corporations influencing politics are the
phenomena of this era. Team and comprehensive approach in providing
business consulting services may be the evolving trend in Hong Kong
and be more effective to provide accurate and thorough diagnosis of
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business problems and timely management intervention.
From the authors' personal encounters as a lawyer and an
accountant with their respective clients of business concerns, the
authors find that the problems of clients are always of an interlocking
nature. The clients themselves usually cannot tell exactly where the
key problems lie or the type of experts to look for. The legal or
accounting professionals cannot provide all or effectively the core
answer to the business problem. The authors feel the need to have a
better liaison, communication and coordination among different
professions serving the same client, preferably starting from the early
stages. That may help to reduce conflicting and diverging advice,
minimize dark or unattended areas and may help to form a more
wholistic picture of the relevant subject matter.
Different types of classic professions like law, accounting and
finance have quite well defined scopes of service, products and systems
of practice. Can they exist together in a business unit? The authors
see some big accounting firms employing other professionals like
lawyers and computer experts on their regular staff to assist in the
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provision of general management services. It is reported that in the
United Kingdom, there is only one out of the big nine
international accounting firms that has more accountants than non-
accountants on its payroll. Some big local financial consultancy
institutions like Wardley also appear to take this approach. There
are also some China-trade oriented consultants, engaging in diverse
fields of expertise. Can this concept of a joint professional
1. Business Brief- Accountants Stray from Their Books,
The Economists, 14-20 December, 1985, P.68-70.
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approach survive and even prosper?
There are obvious political and economic changes in Hong Kong in
the coming ten odd years in the run-up to 1997, particularly in view of
Hong Kong's important role in and the link with the fast changing
economy of China. There shall be new developments, new challenges,
shifting of investment etc. in business ventures. There would be a
correspondingly greater demand for expertise and professional
assistance.
The authors are part of a group of fellow MBA students and
coming from different professions, including law, accounting,
finance, manufacturing, marketing and computer, etc. Through the few
years of study and interaction, the group members have formed quite
solid and workable relations and are united by the shared recognition
of the importance of the application of management knowledge and
skills in real life. They also desire and are motivated to apply what
they have learned and be involved in some business venture of their
own. The authors share the idea that a right combination of the
fellow students to form a joint professional consultancy business,
utilizing what the members individually can and in fact are providing
currently in their careers may be a viable business. The authors
intend to explore this idea and, if the results are positive, to act
on it.
The Nature of Business Consulting Service
It is the service provided by an independent person or persons in
identifying and investigating problems concerned with policy,
organization, procedures and methods, and other essential aspects
such as legal and accounting issues of the business recommending
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appropriate action and helping to implement these recommendations
The following are the characteristics of such a service 2
a. Consulting is an independent service characterised
by the detachment of the consultant who has no direct
authority to make changes or to implement them,
b. Consulting is essentially an advisory service.
Consultants are not recruited to run organizations to
make delicate decisions on behalf of desperate
managers. They act as advisers and their
responsibilities are for the quality and integrity of
their advice. The clients carry all the
responsibilities that accrue from taking the consults'
advice.
c. Consulting is a service providing professional
knowledge and skills relevant to practical business
problems and helping the clients and apply them to
their individual situations.
d. Consulting is not a service providing miracle solutions
to difficult business problems. Success really depends
on a strong management commitment for problem solving
and the effective client- consultant cooperation.
Consultants are normally used for the following reasons:
a. To provide special knowledge and skills.
b. To supply intensive professional help on a
temporary basis.
1 &2 Kubr, M. Management Consulting- a Guide to the Professional
Geneva: Int'l Labour organization, 1976 & 77.
5c. To give an impartial outside view.
d. To provide management with justification or
reasons for certain measures.
The Preference for Outside Consultants
Outside consultants are often preferred to in-house experts for
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the following reasons:-
1. They offer expertise and broad awareness of the
business environment.
2. They offer strategic support and tactical flexibility
at times of peak or critical demand for executive time
that need quick competent advice and intervention.
3. Not all problems or issues are recurrent or regular that
warrant the cost of maintaining regular in-house experts.
4. They can usually bring fresh and innovative approaches
to the problems.
5. They can provide a more independent and objective view
point of the position of a firm within the context of
its industry.
3. Hartsock, Paul J. New tools for new challenges Journal of the




After a lot of brain-searching, closed-door discussions and
consideration of various choices and alternatives, the authors have in
mind the following design of a joint professional consulting services
centre. Of course this proposal is subject to revision upon the
results having been obtained in this study.
Service Products
The following are the tentative scope of services:-
1. consulting
2. undertaking of research
3. liaison and referral
4. provision of information and related resources
5. training
6. negotiation, advocacy and arbitration and
7. planning and project management.
in the areas of
a. Financial planning and control, including long and
short term financial structuring, review, capital
resources acquisition and deployment, portfolio
planning, tax planning, accounting control
and set-up.
b. Organizational set-up and general management,
including all sorts of business management
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problems, reviews, structural planning and review
of organization set-ups, personnel issues, strategy
formulation at the corporate business and
functional levels and implementation tasks.
C. Marketing, including market studies and forecasts,
strategies planning and implementation, promotion
and advertisement plans, feasibility studies.
d. China trade, including various aspect of
investment and trade in China, contracting,
monitoring or reviewing of projects.
Services may be on long-term periodic basis like annual
retainers including regular reviews and those on ad hoc basis.
Assignments, requests such as advice on feasibility or financial
planning of a particular project may be done solely by the firm. Jobs
could also be done in conjunction with some other experts particularly
those involving very specialised expertise such as oil exploration or
international treaties.
Organizational Structure
The business shall be incorporated as a limited corporation under
the laws of Hong Kong. Initially, it shall comprise the following
seven professionals, all being MBAs, as the governing directors of the
corporation:-
a. Lawyer, a practising solicitor in the private sector,
versed with local law and practice preferably more on
the commercial side and corporate law and with
knowledge and experience in some international and
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Chinese law and practices.
b. Accountant, a practising Certified Public Accountant and
tax consultant.
c. Marketing Specialist, an expert with sound theory and
experience in local and regional marketing, preferably
with industrial and trade experience.
d. Banking Specialist, an expert in the general financial
field with sound knowledge and resources, well versed
in local financial systems as well as those of the
important Western countries such as United States,
European and the Chinese system as well.
e. Engineer, an expert in the industrial engineering field
with expertise in industrial set-ups, practices, and
project management.
f. Computer Specialist with wide experience in computer
applications, management information systems and
communication networking.
g. China Trader who has been in the field of China trade
for a number of years, having good knowledge and
connections in the Chinese context and business units
in Mainland.
The directors (except the marketing expert) will be working on a
part-time and on-call basis with pre-arranged work appointments.
Their time input should remain flexible and dependent on the job
requirements of any particular assignment. They should retain their
own professional jobs so that they would not lose contact with the
latest developments and connections of their respective fields and
making their continuous contribution to the business more
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characteristic and solid. This arrangement also help to reduce the
fixed overhead, an important consideration at the start of a business
with workloads yet to be built up. The number of experts working
full-time will be expanded naturally in accordance with the demands.
The day-to-day management of the business shall be undertaken by
the marketing man, including aggressive and extensive marketing and
public relations work, initial reception and screening of assignment
requests, administration of the office. Under him, there shall
be a team of supportive staff including secretaries, clerks
assistants, a computer assistant, etc. The staff should maintain an
efficient and professional office with a computerised and constantly
up-dated information and filing system.
To expand the strength of the services centre, the firm shall
develop a pool of associate experts who are basically on friendly
terms (or some may even hold equity in the business) with the centre
while having their own individual practices. They shall participate
in the centre's job assignments on a freelance contract-by-contract
basis. From the authors' preliminary enquiry of a large group of
friends, positive response have been obtained from them,
particularly the relatively younger ones. They are enterprising
and highly aspiring and they want to involve themselves more widely,
especially in challenging jobs for tangible rewards as well as for
wider experience and building of a wider network of professional and
business relationships. This special linkage of associate experts to
the centre will not only add to the resources of the centre but may







Associate Supporting Project Teams
Experts Staff
Work Organization
Every assignment and job request will be scrutinized and assessed
by the board to see if it is within the scope and capacity of the
services centre and, if so, what inputs and resources would be
assigned to the project. A team of experts will be proposed and
appointed subject to consultations with the clients and experts
themselves. The team members, if the situation allows, shall come
from either the board of directors, the pool of associate experts, or
from outside sources as appropriate. They shall work in relation to
the project, not as employees but as independent contractors.
Payments to them by the service centre shall either be on flat rate
remuneration, profit sharing or a mix calculation depending on the job
nature, requirements and the quality of expertise, always being
subject to flexible negotiations. The service centre will coordinate
and monitor these project teams who will be directly responsible to
the centre and which in turn will be directly responsible to the
clients.
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Target Clientele and Marketing
The authors initially aim to serve small to medium size business
firms in Hong Kong and China. This is because large companies or
conglomerates normally have strategic planning offices with teams of
in-house consultants. If they need outside help, they are more likely
to look to large or internationally based consultants.
From the authors' preliminary enquiry, it is found that local
Chinese firms compared with Western firms have more difficulties in
understanding the need for business and management consulting other
than legal, accounting or purely financial areas. They, for the time
being, appear to be less willing to invest in activities such as
organization, personnel or marketing reviews or planning. Moreover,
the tasks, assignments that the centre is to take are normally high-
powered-projects of a highly confidential and sensitive nature. The
effectiveness of services may not be apparent in the short-run or
easily perceived. The service centre needs to build a strong
reputation and trust from the clientele, particularly as the services
are normally tailor-made client-oriented services.
Active marketing exercises will be stressed with constant
attention to clients feedback, needs and positive promotion to
extend the services provided. The authors proposed to have the
marketing expert as the full-time director is also in line with this
view.
Information System
No successful business consulting organization can do without an
efficient, up-dated and strong information back-up. The authors
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intend to set up concise information systems on crucial aspects of the
four areas of proposed service. To supplement this the authors
propose to hook up with larger business information services for





In order to have a sound basis for the recommendations of this
report and for future actions, field studies, information searches,
expert opinions and assessments will be sought as appropriate.
However, information-seeking (which could be quite limitless) has its
costs in time, money and other dimensions and that has to be sensibly
and realistically weighed against the actual inputs possible and
available for the two co-authors, both being practising professionals,
within these few months.
The question of market trend and demand is indeed a difficult
question of forecast and estimate. The subject matter is constantly
changing and subject to many uncontrollable forces, such as political
stability, trade opportunities and other options. The market
demand for the proposed services is a question of qualitative concern
and is not easily quantifiable. There is no ready and rigidly
identifiable tangible unit of product to try out the market response.
Even for a specific model of a specific brand of cars, its precise
market demand at any point of time is hard to be objectively determine
in advance. This is more so for intangible services such as those
proposed, which are so fluid, and normally tailored to suit individual
needs. The market demand is not independent of the supply, as active
marketing and promotional efforts obviously work in many cases to
increase the demand. Just like the demand for solicitors' services,
it is so hard to comprehend and determine the exact market demand
other than a vague, general and usually relative and comparative
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description. And the demand for services faced by a particular
solicitor could differ significantly from the general trend or that of
his other legal brothers. That is because demands on service-oriented
industries are abstract, dependent on individual attributes of
suppliers such as the perceived ability, integrity, experience,
relations etc. and the supply and demand are dynamically linked. None
is totally independent of the other.
Having so said and putting the authors in the proper perspective,
to answer the question of market demand for the proposed services, the
authors cannot conduct a laboratory test, or send out questionaires
to every businesss entity. It is not even possible to do a society-
wide business sampling, as there are so many business entities of vast
varieties in society, big and small, in different trades, different
goals and values, different organisation and at different stages
of organisational development. Further, with the difficulties to obtain
truly reliable demographic and qualitative datas of the all time
competing companies, companies could hardly be precisely classified
or organised in any statistically reliable extent.
What the authors' plan to do is, therefore, to find the best
economic data or indicators available from which to infer the general
trend of business and the derived demand for the proposed services and
also to field test the proposals with a random sample of the authors'
existing clientele plus other'close business associates who come from
different sources. A set of question will be compiled for guideline
purposes (Exhibit 1 & 2). That would allow us a more solid base for
inference of the probable demand, which result would in any event be
an estimate only.
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Next, a field study of the presently existing service companies
with similar services will be made. This would help to reflect the
market demand, the historical growth of trade, and its relation, if
any, with the environmental factors, the organisation set-up and
difficulties encountered. The study of these, being potential
competitors, could help the authous to assess the extent of
competitiveness, general market standards, our relative strengths and
weaknesses and help the authors to plan and weigh the different
alternatives and comparative advantages.
Should the results from the study suggest that the proposal of
the services centre is feasible, the authors will make recommendations
for the planning of such a business, including identification of
the target market segment, the marketing objectives and the




BUSINESS TRENDS AND INDICATORS
According to a report of the GATT in Geneva, Hong Kong has
become the fifteenth largest export "country" of the world and the
sixteenth in terms of imports in 1984 as compared to the twenty-fourth
and twenty-second respectively in the year 1983.
The local stock market has also indicated a strong notes of
recovery. By the time the authors finalized this report, the Hang Seng
Index has gained over a hundred points since the end of 1985.
With the avalanche of oil price during the early months of 1986 and
the weakening of the Hong Kong dollar against other major currencies
(except the United States dollar due to the pegging with the
greenback), the Financial Secretary and other economists have
predicted a 5 per cent increase in growth of the local Gross Domestic
Product (GDP) on the average for 1986.
However, in 1985, Hong Kong's domestic exports declined by about
seven per cent in the first eleven months although the territory's total
exports managed to gain 6.4 per cent to $213.3 billion2 during the same
period. In fact, nine out of the top ten markets of Hong Kong are in
decline. As pointed out by an economic research report of a major
bank, Hong Kong's weakness is in the area of marketing. In order to
cope with the increasing competition in world markets, in addition to
the laudable efforts of the Hong Kong Trade Development Council,
1. International Trade 1984-85 issued by GATT, Geneva
2. Trade Statistics, Export/Re-exports Volume, J49 by the
Census and Statistics Department, Hong Kong Government
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local exporters and manufacturers need a more positive approach to
overseas markets than simply relying on the visits of overseas buyers,
Furthermore, it is also indicated that organization structuring,
management and technological information input are also the area
local enterprises may have to look into in order to enhance
productivity and adaptability to the dynamically changing environment.
During 1985, Hong Kong continued to benefit from its entreport
role as a gateway to China. In fact China has been for many years
the star of the show. In 1985, she accounted for 45 per cent of all
re-exports despite a squeeze in the application of foreign currency
reserve by China. Indeed, 1985 was a milestone from several
perspectives, not the least of which was the confirmation that the
territory's role as entreport to China is to revive as a crucial aspect
of economic life.
All the above appear to indicate that the local economy would be
in good shape for the coming years with 1985 as the first full year of
the new political dispensation, under which the sovereignty of Hong
Kong will revert to Beijing on 1st July, 1997. However, local
enterprises, especially the small and medium-sized ones have to face
intensified problems of marketing, management and technological
changes.
From the macro point of view, it is projected that a business
consulting service would have great potential in the years to come,
particularly for the small and medium-sized companies. Firstly, these
companies usually do not have the in-house qualified experts.
Secondly, they are more vulnerable to the rapidly changing political
and economic environment and would need consulting in various areas.
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Further, as these companies grow, there will be a stage when they will





Scope of the Interviews
Altogether, the authors have interviewed nine existing clients of
their respective legal and accounting practices and seven business
consultants.
Potential Clients
The lines of business of clients whom the authors interviewed are
as follows:-
a) Restaurant chains (local)
b) Construction (local)
c) China Trade (local)
d) Electronic and computer parts trading (international)
e) Shoe manfacturing (international)
f) Coal trading (international)
g) Securities and commodities brokering (local)
h) Data and information service (local) and
i) Toys manufacturing and trading (local).
Interviews were conducted in an informal manner with guidelines
from a preset list of questions covering the major areas (Exhibit 2).
The authors often came across difficulties in obtaining some
information such as the approximate profit margin or turnover. It was
either that the client was unwilling to disclose them or they simply
could not recall the numbers with a reasonable degree of accuracy.
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Interviews for a) and b) above and c), d) and e) were carried out
as as focus groups. The authors have found this approach useful
especially during the early stages of research to stimulate
participants' thinking and to find out how potential clients react to
the authors' ideas, the dimensions or problems they have. Despite the
limitation of time, the authors obtained valuable feedback from these
clients relating to their views on business consultancy and the idea
of a joint professional consultancy centre.




The businesses of the seven business consultants interviewed
comprise:
a) An academic (local)
b) A consultant with a certified public accountants firm
(international)
c) A China trade consultants firm (local)
d) A general management consultants firm (international)
e) An executive recruitment consultant (local)
f) An engineering/architectural design consultant (local) and
g) A marketing consultant (international).
For confidentiality reasons, some of these consultants were
reluctant to disclose certain information to the authors. b) and c)
above were interviewed as focus groups. Like interviewing clients,
preset questions were used as guidelines (Exhibit 1). The authors also
came across difficulties in obtaining information like marketing




SUMMARY OF STUDY RESULTS
Market Profile
The Macro Scenario
From the macro consideration of the economy of Hong Kong, there
should be a great market demand for professional business consulting
services in Hong Kong in the ten years to come. As discussed in
Chapter four, various macro datum obtained from reports, published
figures and statistics about the economic performance, trade and the
number of new business ventures in Hong Kong in recent years, indicate
continuous growth and development. Most of the indicators show that
the confidence expressed by many people on Hong Kong's economic future
at least for the coming ten odd years seems justified. More Japanese,
American and European Interests are moving into Hong Kong as well as
funds and investment projects from South East Asian countries. Some
local funds that have moved abroad in past few years when the political
future of Hong Kong was less certain are also returning. Hong Kong's
trade with China and its role as an entreport have grown tremendously
in the past few years. Though slowed down a bit because of the change
and squeeze of China's economic policy, Hong Kong's importance as a
gateway and trading partner with China in the long-run, will
certaining grow. All this projected growth and development may not
necessarily be steady or smooth as it could be heavily affected by
Hong Kong's political changes. Changes in infra structure, power
distribution, preference of investment, and concepts of management may
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be numerous and drastic. All these would favour an increase in demand
for professional business consulting as enterprises try to cope with
rapid changes especially the smaller or medium size enterprises which
are more vulnerable to changing environments.
The Micro Scenario
Business consultancy is still a vague term to be understood by
the public at large in Hong Kong. From interviews with several fellow
consultants the authors gathered that the market for business consultancy
is far from mature. On the one hand, there is no well-defined
supply of standard packages and on the other hand, the demand for
business consultancy is only at its infancy stage. Pricing,
accordingly, depend to a large extent on
a) the relationship between the business consultant and
the client, and
b) the relative importance of the service required
and not as a function of supply and demand.
Some institutions, not necessarily bearing the name of
business consultants, give their services free of charge or only at a
nominal charge. This phenomenon is particularly common in the China
trade consultancy area where the customers are the Chinese Government
officials. These officials may not be able to recognize the value of
good consultancy advices and information. Furthermore, these local
institutions are more concerned with establishing personal
relationships with China in order that they may subsequently benefit




Market demands in Hong Kong for consulting services can
conveniently be divided into four groups.
a. Multi-nationals with establishments in Hong Kong
b. Government or quasi-government bodies
c. Locally based multi-nationals
d. Local enterprises
From statistics and size distribution, companies in Hong Kong are
overwhelmingly of small and medium size and there are only small
proportions of multinationals, or large-sized locally owned companies.
Multi-nationals or their associates and government bodies tend to
have their own in-house experts or they use services from reputable
international consulting firms. They still have little trust in the
predominantly local Chinese firms.
Local multi-nationals tend to be large conglomerates that extend
their business overseas. Because of their size, established history
and goodwill, their practices tend to resemble those of the
multinationals. Hence, they would employ their own in-house experts,
large international consulting firms such as certified public
accountant firms or merchant bankers. Big names would also give
confidence to their overseas counterparts or associates.
For local enterprises, the majority of which are of small sized
and owner-managed, they normally have limited manpower and do not have
in-house consultants. In fact business consulting is new to them.
They rarely engage large international consulting firms for costs and
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other consideration such as that big firms may not give them such
attention and degree of importance compared to services given to
much bigger clients. The general receptiveness of outside consultants
for this sector is low. In a way, most of these businessmen simply do
not recognize their need for the consultancy services. This is
especially so in Hong Kong for elderly local businessmen who might
have established their own businesses with their own bare hands.
Firstly, their entrepeneurialship makes them unwilling to admit to the
outside world that they have problems within their own organizations.
They are afraid that this may be interpreted as a sign of their
incompetence. They believe that they can overcome any problems
themselves and even though they have difficulties in doing so they
would rather turn to their close business associates and friends.
Secondly, they are more concerned with whether they have made
adequate profits and not whether they have maximized profits.
This reduces their potential desire and willingness to introduce
outside help which could enhance their companies' profitability.
However, with the gradual phasing out of the elderly generation, or
local companies with their management staff coming from the younger
generation (usually the son/daughter inheriting the business) who has
wider exposure to western management style and higher education
background, the receptiveness of outside consulting has been getting
higher. They often recognize their constraints within their companies
in terms of time, manpower and qualifications and accordingly are more
receptive to business consultants.
Nationality of Clients
From the authors' interviews, there is an indication that overseas
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businessmen generally tend to rely more on consultants and are more
willing to pay for their services. They recognize the value of
consultants and how to deal and work together with them. The authors
would attribute this phenomenon to the well established practices of
consultancy firms both in the United States and Western Europe.
Firstly, management science has long been an academic subject and with
a generally higher level of education in the western world in the past
decades, entrepeneurs tend to accept the value of consultancy.
Secondly, business consultancy firms have been able to win the
confidence of the business sectors, public and private alike.
However, there is also a strong indication that once a local business-
man has confidence in the ability and quality of the work of a
consultant, he tends more to stick to this consultant than his western
counterpart. This appears to be a result of local businessmen being




There is no standard product to be delivered. Unlike the
legal or accounting professions, or business consultants in, say, the
United Kingdom or the United States of America, no institutes or
societies exist for business consultants in Hong Kong. Anyone with a
certain degree of knowledge of a business area or some kind of
qualifications could address himself as a business consultant. This
gives rise to a number of problems.
Firstly, there is no standard quality of work. Different
consultants could have different approaches to a problem, depending a
their own experience and background. This wide variation may generat
different results as by nature, consulting could be so subjective tha
an unqualified "consultant" may draw wrong conclusions and give wron
advice which do not become apparent until the damage emerges. This
lack of assurance drives down the confidence of the user-client who
may regard himself in an even better position to do the job.
Secondly, there are no ethical codes of standard behaviour
There is no guarantee that the consultant will not disclose th
client's internal problems or trade secrets to the competitors whic
may happen to be another client of the consultant.
Thirdly, there is no standard product to be delivered, th
value of which is easily assessable. The benefit arising from th
piece of advice given may not be visible in a short period of time
This makes it difficult for the business to assign a value to th
service provided even though they are willing to pay.
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The Idea of Joint Professional Management Consultancy
More positive responses came from the western businessmen.
Generally, they welcome the idea of joint professional management
consultancy for the following reasons:-
a. Time saving. Businessmen who are not sure whom they
should approach in case of need will come to this joint
professional business consultancy centre, which could
be better termed as a supermarket of professional
consultants. Even if they do know whom to go to, they
need not go around to individual professions and repeat
their particular situations and plans for projects to
the lawyer, the accountant, the financial advisor, the
engineer, etc.
b. Effort saving. Rather than taking the role as the focus
of coordination between the various professionals, the
businessmen could now sit back assured that the joint
profession consultancy centre will take care of all
liaison among themselves and issues of all related
areas will be properly taken case of.
c. Cost saving. This is an obvious result of saving in
time and effort.
d. Coordinated advice. Lawyers and accountants, for
instance, working under separate practices but serving
a mutual client, may be providing advices to the
clients' which are not entirely acceptable as the ideal
solution by one another. Take a common phenomenon as
an example. A plan proposed by a lawyer may have
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certain tax implications not readily foreseen by the
lawyer or a fax planning scheme suggested by the tax
accountant may lead to legal problems not being heeded
by the accountant. A joint professional business
consulting services centre will not go into this kind
of embarrassing circumstance since all services will be
coordinated prior to submission to the client for
perusal and approval.
Demand for Service
From the result of interviews the demand for consulting services
of small and medium size firms. are more on
new investments and diversifications
project planning and management including feasibility
studies
contract coordination and negotiation
management training, with the gradually recognized need
to upgrade the quality of human assets.
The professional services involved are mostly:
organization and planning on the corporate or division level
legal and accounting
market and feasibility studies for local and China
trade related projects
management and supervisory training for all levels of
management staff
financial advisory services on budgeting, sources and
application of finance, and control, etc.
These areas are more readily perceived by potential clients and
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within the pool of expertise provided by the proposed experts. They
shall form the key emphasis of services provided by the centre,
together with the other areas of the services originally proposed by
the authors and which ideas have generally received positive comments
during the authors' interviews.
Retainer of Service
A modification of the service provided takes the form of a
retainer. Clients are engaged with the consulting firm at a certain
level of retainer fees while being able to obtain services from a
comprehensive range of professional consultants. As a matter of
practice, short enquires are normally covered by the retainer fee.
Additional assignments which will involve a certain level of time and
cost would then be separately charged.
This type of retainer has the advantage of retaining a client
while there is no particular project in hand with the client. The
client on the other hand has the benefit of having a supermarket of




There are quite a number of local and international business
management consulting firms in Hong Kong. The range is around 130 to
150. A majority of these firms were absent or inactive about ten years
ago and they only came recently, being attracted to Hong Kong due to
her increasingly important new role as one of the world's renowned
financial centres and the gateway to China.
There are basically the following classes of management
consultants.
1. Executive recruitment. Their main line of business is
what is known as head-hunting although almost none
of these firms addresses themselves as such in their
names. As a side line, these firms also provide
consultancy services to clients on their organizational
structure, job specifications etc., which basically
relate to the post in which the consultants are
interested. They seldom go into projects like
feasibility study, market research, financial advisory
or strategy formulation. Their clients comprise
chiefly large multinational corporations or local
multinationals with well established organizations and
network. This category is normally best known to
the laymen due to their active role in operations and
their frequent appearance in newspapers in recruitment
assignments. The authors believe that they constitute
25 to 30 percent of management consultants firms in
Hong Kong.
32
2. China trade. This class could be divided into two
subcategories
a. Firms providing training and advisory services to
Chinese government officials or commercial unit
managers i.e. they face towards China. These
firms, although comparatively few in number,
generally have a strong sense of patriotism and
mission. Their main objectives are to contribute
their knowledge and techniques acquired through
their education which is Western oriented and
help China through her modernization plans. They
take the role of a pioneer in targeting their
market on China herself. In fact they call
themselves the translator of the two different
cultural languages.
As mentioned previously, these firms do have competitors. Many
organizations, mainly non-profit making concerns, give advice to
Chinese officials free of charge in order to build up good
relationships so that they may benefit from other lines of business.
A typical firm whose chairman the authors interviewed is organized in
such a way that their full time employees are limited only to around
twenty. However, a pool of experts numbered more than two hundred has
been engaged on a job-by-job part-time basis through private
contracts. These experts comprise lawyers, accountants, professors,
and so on, covering a large range. The role of the full-time
employees is mainly coordination, liaison and clerical support with
a few visible figure at the top level. According to the chairman, the
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experts engaged are chiefly self-employed with no major conflict with
their full-time occupation. This structure not only benefits from
cost saving in not having to retain full-time paid experts, but also
achieves a high level of flexibility.
b. Firms providing information on China trade and
her political and economic developments and
impacts on business i.e. they face towards the
outside world and are the other side of the coin
with the first subcategory. These consulting
firms are usually headed by a chief executive
officer who has extensive China experience or good
relationships with Chinese officials. They usually
provide market and feasibility studies,
coordination of projects or assistance in
negotiation of contracts with China business
units.
The above classification is by no means discrete since the latter
class also provides training for the purpose of establishing goodwill
with China while the former class also assist outside' clients
with the provision of information. However, there is a general
phenomenon that while the former category is basically all-Chinese,
a significant number of the latter category of firms have both
guailo's and local Chinese within their organization. A reason for
this is the possible lack of trust between the Chinese officials with
Westerners and the overseas businessmen with local Chinese when it
comes to down-to-earth business points. These consultant firms in
fact act as a buffer in the process of communication between China and
the West.
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3. General management consultants attached to a certified
public accountants firm. These firms are usually headed by
accountants or management specialists with accounting
background. These consultants usually provide data
processing, a large range of consulting services, assisting in
determining financing needs and discussion of business
projects with bankers and, in recent years, China trade.
They can also have the back up, particularly in terms of
infra-structure, manpower, goodwill and clientele of its
overseas affiliation which is normally well established and
have well-found goodwill and image more readily accepted by
clients.
4. Financial consultants. Like consultants with accountants
firms, their line of interest is in finance and budgeting.
The chief executive officers are generally accountants who
are not interested in professional practices. Their clients
are mostly individuals or small corporations who are
unwilling to go to big international accounting firms or
to merchant banks.
5. High level consultants. They are basically highly
qualified academics serving big corporations, governments or
their quasi agencies and international institutions like the
World Bank on a rather individualistic basis.
6. Other groups of "management consultants" that specialize in
various areas like public relations, insurance, production
etc.
7. A more traditional form of team consulting still existent is
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the ad hoc formation of a team of consultants based on the
specific needs of individual projects headed by experts
whose particular contribution to the project is greatest in
view of the nature and scope of the project. One example is
the hotel development project in China, normally headed by
the building experts and supported by hotel management,
financial, legal and other consultants. This sort of ad hoc
grouping with its own merits and shortcoming will continue
but some of its share of business will be taken up by those
efficient and well established consulting firms in due course.
Another source of competition comes from the Hong Kong8.
Productivity Council and the Hong Kong Management
Association which basically are quasi government bodies.
These two institutions concentrate their effort mainly on
technical services to industry and seminar organizing
work respectively. The authors have made a distinction
between the proposed firm and the two institutions on the
following grounds:
a. They are more restricted to certain areas while the
centre is to sell the concept of a supermarket of
experts.
b. They are public organizations while the centre is
privately owned and one of the objective of which is
profit-making.
Yet another type of indigenous competition that is common9.
and still pervasive is the free advice given by one's
relatives, close friends and associates, which might have worked
on a trial and error basis and that has applied to a lot of
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small businessmen., However, the reliability and
accountability of these sources are definitely questionable
if not unknown. These could help only with small scale
tasks or in the preliminary stages of development.
It also appears that most consulting businesses are still
experimenting with their scope, composition and form of services and
adapting to the fast changing environment of Hong Kong. Indeed, as
pointed out by the interviewees, Hong Kong may not be an ideal
playground for American-based management techniques due to the local
pace of business. The most important key to success has rather been
the ability to respond quickly to changes and accordingly the ability
to be close to the core of the business and to implement strategic
moves quickly in response to the demands of the market place.
In summary, the authors believe that demand in Hong Kong, yet to
be developed and tapped, is far from being satisfied by the
relatively few professional consulting companies. The trade of
business consulting is far from being mature or fashionable. Direct
competition is not keen, particularly in view of the long-term demand
and the large untouched market.
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Company Profile
There are three possible organizational set-up alternativeE
opened for consideration.
1. be an independent company
2. become a department/division of a larger and established
company such as accountant firm or investment bank
3. remain as a group of loosely associated experts without any
formal association or incorporation but with mutual
understanding and undertaking for reciprocal referral of
service business and working together from time to time when
so needed on an ad hoc project basis and to disperse
thereafter.
The last alternative is less desirable and no better than the
present arrangement. Moreover, the absence of a formal regular
organization among the busy experts who are each already involved in
their time-demanding tasks will definitely be hard to keep them
together to develop business and to exploit solidly and strategically
with long term planning the business opportunities. Also, without a
formal organization, there would hardly be any collective marketing
and synergy of contributions.
The second alternative has the merit of better support in terms
of manpower and other recources from the parent company or affiliate
and probably reduction in cost. It will be discussed in the following
paragraph. However, there will be the problem of integration into an
established firm which may have a different business philosophy and
different policies, and the questions of power distribution and loss
of identity and autonomy. Further the group of young experts who are
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not all in full-time participation may not be able to command and
enjoy that freehand, decision-making power if they join an already
established firm.
For the first alternative, autonomy, identity and originality are
preserved when a new independent company is formed.
In order to also have the advantages of the second alternative,
certain modifications should be made. The firm should be closely
associated with a small accountant firm, probably that of one member
of the group. For manpower, facilities and administrative support and
convenience, the office of the company should be situated next to or
be near to such firm. At the the beginning when business is not that
steady, the firm could buy clerical and staff services from the
accountant firm instead of having to retain a large pool of staff.
The close physical proximity can also enable the supply of contingent
staff support and referral of clients from the accountant firm. From
the legal point of view, there is no statutory requirement that the
consulting firm has to be an unlimited liability entity like lawyer
and.accountants.'2 In fact, as stressed in a previous paragraph there
is no professional institute in Hong Kong regulating the business
consulting industry.
Accordingly, the authors believe that a limited company with a
minimum amount of authorized and paid up capital should be the optimum
set-up.
1. Legal Practitioners Ordinance, Laws of Hong Kong Cap.159
2. Professional Accountants Ordinance, Laws of Hong Kong. Cap.50
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The original proposals as to the organization of expertise and
the employment of part-time associates have received favourable comments
from the interviewees. In order to run the management more
efficiently and dynamically, the two co-chairmen, being the lawyer
and accountant, each being self-employed or a partner, and being more
experienced in providing consultation and working as advisors to
clients, should be appointed. The member specialised in marketing
should be made the general manger as proposed. Initially, in addition to
the basic core group which comprises the seven professionals, there
should be about thirty associated experts covering the following areas:-
a. Personnel and organization
b. Computerization, Information System and data
c. Communication
d. Manufacturing




Experts providing services could be engaged on a full-time or
part-time basis by the firm. Project teams for various assignments
would then be established with one of the team members taking the role
of team leader. He will be responsible for coordination with team
members and also making periodical reports on the progress of projects
to the board of directors.
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Anticipated Problems
During the authors' interviews with some of the business
consultants, the following problems were brought to the authors'
attention in relation to the organizational structure.
The Commitment of the Participants
Since the team will comprise various young professional
experts, they may not be able to commit to the extent required by
the firm.
Firstly, they may have conflicts of interest with their full-time
occupations and, due to the different natures of their individual
career, it is unlikely that they will sacrifice their careers for a
part-time commitment, especially when some of them may have not been
established in their career paths.
Secondly, not all experts will be engaged in each of the
projects. If one of them, say, the electronic engineer, is not
involved in any project for a while, his enthusiasm and interest may
decline. Since their different contributions may reflect different
degrees of importance within the firm, lawyers, accountants and
finance people whose service are in greatest demand may play the key
roles while others may be more in the shade as supporting back offices
only.
The authors do recognise this as a probable problem but not
an insurmountable one. It is also recommended that selection of
members should be based on positive and open attitude, maturity,
experience and competence in their own field. A number of more
elderly and highly experienced experts providing support and guidance
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should also be of great assistance to the development of the centre.
It is also recommended that the conscious maintenance of sufficient
internal communication and dialogue, rewarding fairly the work of
experts based on their contributions and deliberate endeavours by the
centre to increase involvement be used. Periodical reviews and close
monitors on these aspects should be made particularly in the initial
formation stage. Further, assisting the career developments of the
various core group members and associate experts should also be an
important aspect in the selection of job assignments.
The Difficulty in Marketing
A joint profession business consultancy centre may create an
impression to prospective clients that the firm is a jack of all
trades but a master of none. It does not spell out an area in which
the firm should specialize. A client, say, who is interested to know
about China will go to a China trade consultant while another client
who would want to invest with some surplus money may go to an
investment banker. Further, as pointed out previously, the market for
small to medium local clients is yet to be developed, and a
disproportionate amount of effort to market the services at the
formation stage may be necessary.
While the authors agree that this is a problem, it is believed
that this is a strategic issue rather than a fundamental one. The
authors believe a well tailored promotion strategy aimed at getting
across the service centre's image as a truly professional business
consultant firm( which will be discussed in a later chapter) should
be able to overcome this problem.
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Development Stages
The company should be aware of the stages of development it has
to undergo including:-
a. The formation stage for, say, the first half year which
basically comprises the actual setting up of the
organization, its operating system, registration, and
staffing.
b. The consolidation stage for the following one year-
extensive promotion, testing of services programs.
c. Overall review after one year of commencement.
d. Re-structuring and planning for services for full speed
development and
e. Further expansion, divestment or restructuring after,
say, five years.
Link Extensions
The company should also form links and connections, formally or
informally, with local and overseas consulting firms to extend its






Based on the authors' interviews and observations, the target
clients of the joint professional business services centre would be
limited by the following factors:
1. Since the firm is a local entity without any global network
at the initial stage of development, enterprises having or
being concerned with overseas interest would be beyond its
reach. At subsequent stages, provided that strong basis in
terms of established expertise and network of clientele is
attained, consideration would be given to the move towards
internationalization.
2. Both on the grounds of confidence and size of engagement,
business giants would be more willing to pay a much higher
price for the services of well-known business consultancy
firms or other professionals or even embracing them into
their organizations as in-house advisors. Small firms would
only have chances of obtaining smaller-scale projects but
even this may only take place after certain promotional
efforts.
3. Smaller companies run by more elderly local entrepeneurs
would be more resistent to external consultants especially
if these consultants would have to charge a fee for their
services.
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Bearing in mind the above constraints, the authors believe that
the target clients should have the following major characteristics.
Characteristics of Target Clients
The target clients should have the following characteristics:-
a. Small or medium-sized business units with a range of
approximately say, five to fifty staff
b. Local enterprises or multinational corporations that
are concerned with small-scale local or China-related
projects or problems and
c. Management basically coming from the younger generation
with a more educated calibre and open-minded attitude
to new management concepts and are keen to learn,
compete and move ahead.
Their managers, being young and educated, will, because of a
similar age group or even background with the consultants of the
proposed centre, find it easier to communicate with the consultants
working with them and will appreciate the value of their work.
They would prefer to have a higher degree of involvement
themselves in the process of problem diagnosis and solving and learn
the rational business approach, the principles behind the process and
reasons for the solutions.
They would have only moderate paying power. But since they are
relatively young and aggressive, they could become long-term and
growing clients with potential in terms of size and capacity to pay
for services.
Their problems would be more restricted or limited in scope and
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within the capacity of the young consultants of the centre.
The clients could not, afford the charges of large consulting
firms and are concerned with the possibility that those firms may find
their assignments too piecemeal to be attractive. They would rather
turn to smaller firms with reliable and closely coordinating
consultants who charge reasonable prices.
They are likely to join executive or managers' organizations or





The introduction of business consulting services in Hong
Kong compared to other developed countries, United States or European
countries was relatively late. To many business owners or managers,
particularly the locally based owner- managed, family-dominated type
of businesses, the concept itself is really new and innovative.
From the authors' study, it is learned that there has not been
any known sizeable or scientific studies, surveys done or statistics
collected about the characteristics of the business consulting
services in Hong Kong. Many of comments of the published articles as
listed in the bibliography are based on the actual practice and
experience of various writers or the firms in which they work.
Being a limited-scale research, this study is by no means
exhaustive on the subject. However, the authors found that the review
of relevant articles by experts in the management field and the
results of interviews of various experts and potential users have been
very revealing, and helpful in understanding the subject of study.
The results from the interviews do show a consistent pattern and are
supportive of various comments by learned writers of various articles,
which together form the basis of the authors'conclusions and
recommendations. They also provide hints and clues to areas of
concern and food for thought in answering the questions of whether the
proposed company should be formed and if so, how.
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Goals and Stategies
Having made the foregoing observation and analysis the authors
recommend that it should be a go for setting up the joint
professional business consulting services centre with long term
existence and goal. It should, of course, be able to adapt to changes
in the environment with a lot of forecasting and planning. Like most
professional services firms and unlike speculating or the trading
business, business volume, company strength and goodwill of the centre
have to be built through accumulation of clients, experience, and
track records of many years. This span of time required for
development and success should constantly be borne in mind while
considering our recommendations. The following sections of this
chapter are the detailed recommendation with a reference time span of
five years.
Recommended Goals
The goals of the centre are:-
1. To establish and operate a long-term business in comprehensive
professional business consulting
2. To become locally prominent, being one of the ten big locally
operating consulting businesses within five years and
3. To become prominent in the Asia Pacific region with ten years.
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Overall Strategies
In selecting the strategies, the following factors should be
considered:-
1. the probable upward growth in the local economy in
the coming five years with relatively less drastic changes and
2. the primary target of the centre being the local
medium/small size businesses.
With the above the following strategies could then be
formulated:-
1. To secure extensive clientele by taking more jobs at low
profit margins.
2. Also by taking more jobs, to secure more exercises and
involvement for experts, to test, experiment and accumulate
experience and resources to build the strength of the
proposed centre.
3. The key emphasis and characteristics to be stressed in the
output of the business should be comprehensive professional
business consulting services which are much more convenient
and cost effective when compared to traditional segmented
services.
Three basic fundamental principles will have to be upheld
constantly and will be the common frame of reference for the
shareholders, directors and associated experts of the centre:-
1. Work done, particularly assessments and conclusions drawn, be
made scientifically and impartially basing on facts.
2. The business of the proposed company should be conducted
with its own autonomy and independence and not submitting to
any political or economic intervention or harassment from
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any external source.
3. Any work undertaken should not be damaging or against the
interest of the people of Hong Kong or China as a whole.
The initial proposal as set out in Chapter two is basically a
good and well-considered proposal and which should be retained save as
modified and varied by the recommendations in subsequent paragraphs.
The Comparative Advantages of the proposed centre that should
be fully developed and exploited are:-
1. Good relations among the company's core experts- a group
of closely-related professionals (covering various important
business- related service areas) with mutual trust and
team-work experience. They have been classmates for three
years.
2. Common reference- the group share common management
training and reference. They recognise the importance
of management qualities.
3. Good qualification- each core expert has dual
qualification and profession, being a MBA plus a practising
professional, forming a strong combination of perspective and
skills.
4. Progressive- in their early thirties, the core experts
are dynamic, self-motivated, eager and prepared to move
ahead. They are willing to undertake responsibilities and
overcome difficulties for break-throughs.
5. Willingness to invest and look to future- being younger,
more flexible and willing to experiment and to tender
inputs such as time and effort for learning experience as
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well as tangible rewards.
6. Resourcefulness- each has substantial network of back-up
support, information and resources including manpower.
The above advantages could lead to
a. competitive price, services could be charged at cheaper
prices,
b. better services- a strong team-up to provide more
integrated, comprehensive and coordinated services, and
c. better presentation and expert-client relations-




It will take some years before business consulting can become
popular and the business circle as a whole to appreciate and subscribe
to the merits and flavour of such service.
The proposed centre has no ability or resources to shoulder the
entire education process of large-scale, society-wise campaign to
speed up the maturation of market demand.
There is no special legal restriction on promotional methods,
standards or contents of services for business consulting.
The idea of business consulting is quite abstract and difficult
to grasp for medium/small size firms. That takes time and experience.
So business consulting is difficult to sell by simple one-way
advertisement or campaigns, unlike any other well defined products such
as Coca-cola drinks. Business consulting often touches upon sensitive
issues and may arouse suspicion and resistence from potential clients.
Objective
The basic promotion objective is to get across to the small and
medium size business the concept and attractiveness of the joint
professional consulting service at reasonable fee levels and to
establish the image of the centre in the consulting services field.
Strategies
The major strategies are:-
1. To emphasize heavily on professionalism and integrative,
comprehensive approach resulting in more convenient and
cost-effective services.
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2. Exploit all effective means of promotion and advertisement,
direct or indirect but in a way that the professional image
and status would not be undercut or compromised.
3. Secure long-term clients by annual retainer method at a
low fee thereby securing more long-term and recurring
business opportunities whereupon to development the more
costly or expensive demands of the clients.
Tasks
The basic tasks comprise:-
1. Recruitment of extensive clientele by retainer method- It
is difficult to sell the entire concept of business
consulting but ordinary small businessmen may find it highly
attractive to have brief legal, tax planning consultations
and enquiries made available to them by a single company
charging them only $2,000.00 to $3,000.00 per year. It could
therefore, attract a large group of such clients whom the firm
can organise, give appropriate training and then sell them
the more complicated and expensive consulting services. A
large clientele like this would boost the image of the
proposed centre, generate more consulting opportunities and
enable a more steady source of business and income to the
proposed centre.- The clients should be organized according
to industry or trade for easy management.
2. Frequent free/low-cost management related training
programmes to promote and introduce the proposed centre to
potential clients and demonstrating its strength- This way
of subtle promotion will be easier to eliminate the
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resistence or rejection by ordinary customers normally
encountered in direct sales. This is also a more




(1) By organizing or joining public activities such as
seminars, training programmes, public panels, press
conferences, etc.
(2) By publishing articles, results of research
surveys, that may have public importance as
appropriate, etc.
(3) By officially being members of appropriate
professional bodies such as the Hong Kong
Management Association.
(4) By becoming involved in public and well-known projects.
b. Personal level
(1) Active referral/introduction by experts themselves
of clients from their own practices or their
friends, relatives, and associates.
(2) By experts individually joining more clubs,
associations, etc.
It is noted that clients' confidence and trust in experts are
important. So the conduct of business and the experts- client
relationship must be carefully monitored and constantly reviewed.
Clients looking for consulting services may also look for the track
record of the company. Therefore, before a large scale promotion is
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made, the company should try to secure a few successful assignments of
natures covering the major aspects of services provided in order that
a more concrete introduction and promotion of the company can be made.
4. Keeping of existing clients- re-strengthening of old ties,
maintaining of good relationship of existing clients to
ensure the continuity of in-coming business. This is
important as loss of clients acquired with substantial costs
could be a great waste. Social functions such as cocktail
parties and educational programs such as seminars could be
organised.
5. Overseas connections- establishing overseas associates to





Basically services except planned talks or training programs,
should not have fixed forms or contents but should be tailor-made
addressing to clients' individual and often unique needs.
The firm should constantly be sensitive to changes in market and
environmental situation with consumer/client researches and to plan
ahead for new services demands. Services should be provided by an
appropriate team of experts who are friendly and easy to consult with
sound knowledge of progress of particular projects that clients need
not go from expert to expert and repeat same instructions many times.
Experts providing services can be full time or part time
engaged by the company to form project teams for particular job
assignments. Their ages should be around thirty to forty, mature,
experienced, and competent in their own field. The company as a whole
should engage a few elderly and highly experienced experts to give
back-up support and for long term strategic planning and guidance.
That will also boost the goodwill of the company.
From the authors' study, it is evident that political risk
analysis as an element in the proposed services would be quite
welcomed. That is probably due to the various changing policitial
scenes of Hong Kong itself, its important neighbours such as China,
and South East Asian countries that may have important repercussion to
the decision of business undertaking, place of business and form and
term of investment.
Professional ethics and discipline particularly in respect of
confidentiality, trustworthiness and avoidance of conflict of interest
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of the experts should be strenuously upheld and monitored. Clients
could be sensitive and concerned about possible damages done to their
business interest for incidents such as leakage of trade secrets or
experts also working for their competitors simultaneously thereby
exposing them in dangerous and embarassing positions. The careful
matching of job assignments and participating experts is important.
Objectives
The main objective is to provide the smaller business with the
convenience of having a variety of experts whom they can approach on a
retainer basis or engage with the minimum level of time and efforts in
coordination and liaison.
Strategy
The strategy is to generate and provide convenient, reliable and
comprehensive business consulting services at reasonable and
attractive prices.
Tasks
The following will be the major tasks:-
1. Set up an efficient services provision system and
procedure such as the initial screening of assignments,
costs and time budgetting, provision of alternatives in
approach to execute the assignment and organize and arrange
appropriate experts to provide services covering the
proposed areas.
2. Set up efficient computerized information systems in
support of services in various areas.
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3. Include macro economic and political risk analysis in the
range of services provided.
4. Develop a system of quality control of services provided
to include sufficient reporting, reviews, monitoring of
services, and receiving feedback and suggestions from
clients.
5. Prepare periodic programs including social and training
items to long-term clients by industry or trade to ensure
the experts/clients relation are active and warm.
6. Research and develop new services areas, techniques and
back- up systems.
7. Establish a constantly up-dated network of associate
professional bodies like trade organization, law firms,





Both the office staff and the experts involved in providing
service shall be in contact with clients and could have sales effects
and implications. As the services would touch upon a lot of sensitive
issues of the clients such as trade secrets financial difficulties,
the conduct of staff and experts and the presentation of services
could be as important if not more, as the substances of the services
themselves. Poor or lax attitudes or misunderstandings could drive
away clients and lower the centre's image. Highly professional,
ethical conduct and discipline have to be enforced by training,
reminders, internal campaigns and control measures.
Expert-client relations, the media where the clients reveal their
problems and the experts help to develop solutions and an indicator as
to whether further business are forthcoming could be delicate and need
careful attention. The principles that should be upheld in
dealing with the expert- client relationship are:-
a. Respect and care for the client, upholding the client's
interest.
b. Avoid stereotyping and respect individuality of each client
and his problems.
c. Non-judgmental attitude, accepting despite disagreeing with
clients' views and on the factual basis develop
solutions with clients.
d. Confidentiality, not divulging client's information and
secrets without their prior consent.
e. Avoid any conflict of interests with the clients.
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f. Exercise care and prudence, competence and honesty.
Objectives
The main objective is to uphold and maintain high quality and
efficient expert-client relationship.
Strategy
The strategy is to cultivate among staff and experts strong
professionalism and ethical conduct, competence, and good sales
presentation.
Tasks
The following will be the major tasks:-
1. Provide sufficient training for experts and staff in
professional and ethical standards, methods and skills to
handle conflict situations, problems and solutions in
expert-client relationship.
2. Establish and maintain a good supervision and monitor system
for expert-client relations at all level with periodic reviews.
3. Provide trainings in sales approaches and techniques and to
encourage personal sales activities through formal and
informal contacts.
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Internal Strength of the Centre
Situation
Since the proposed centre will be newly formed and without any
track record or useful past experience to fall upon, it requires
vigorous development of working systems and procedures to achieve high
levels of efficiency, effectiveness and accountability.
Sources of experts are quite abundant and easy to locate in Hong
Kong. Yet experts have to be carefully selected and orientated to
maintain good working performance and relations, integration and team
spirit in the centre.
Experts, mostly used to be quite authoritative and respected for
their achievements may not be easy to reconcile, to work on equal
status or importance in a team. Idiosyncrasies, over-assertiveness,
domination may undermind the cooperative approach. Strong and
capable leadership is essential and probably the unique comparative
advantage as cluster of experts are easy to find but may not be easy
to be organised to bank on the merits of the team approach. To be
able to have the good management of these experts will give the real
competitive edge.
The proposed centre cannot have or support too many full-time
experts, particularly in the beginning. Manpower should come from a
pool of part-time associate experts working on a contract job-by-job
basis.
Objectives
The firm should be organized
1. to maximize efficiency in operation, especially
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coordination among the experts and consultants so that,
productivity could be maintained and conflict of interest
among them can be minimized
2. to widen the scope of areas of expertise so that
requirements of clients could always be met.
Strategy
The strategy is to build up the strength of the centre quickly
emphasizing on strong, capable leadership and management, and the
proposed centre should:
(1) ensure utmost determination and involvement of the core
group of experts,
(2) select, cumulate and cultivate a strong force of supportive
experts, and
(3) maintain a pool of well kept, recorded knowledge,
information, skills and experience.
Tasks
The following will be the major tasks:-
1. Use Management by Objective Method. Well-defined
objectives should be set up both on the corporate level and
the project-team level. Sound planning and tight control on
performance should be carried out and monitored closely on a





















They are the owners of the proposed company and must generally
endorse the broad policies and major decisions of the company




It shall consist of seven experts as originally proposed. The
lawyer and accountant, being more independent in their respectives
practices and experienced in consulting shall be the co-chairmen.
The Board shall be the overall command and policy and decision
maker of the business.
Standing Committees
The five standing committee shall each be headed by a director, with
duties generally to collect information, plan and advise on
matters of their respective subject areas and shall be directly
answerable to the board. Other members of the committees shall be
appointed by the boards and could come from associate experts.
Office
The office shall be headed by the general manager who is the
marketing expert of the core group. A computerised information and
record system should be set up.
Project Teams
Except for small job assignments which basically would be covered
by the retainers' services, jobs shall be assigned to project
teams formed according to job requirements, and assisted by the
office staff. Each team shall be headed by a leader preferably
the more experienced of the team of experts and the team is
directly responsible to the Board. The centre shall, depending
on the job nature and contribution of respective experts, agree a
rate of renumeration (which could include a bonus) or subcontract
fee with the experts for each project.
3. Setting up of Work Procedure systems including the initial
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appraisal, planning, undertaking, control, completion and
reporting of jobs.
4. Selection, organization of associate experts
interested experts are invited to participate in basic tasks
such as talks, training programs, more minor role in project
team in order to appraise their ability and disposition
before they are formally engaged to join the associate
experts of the centre. To maintain morale, enthusiasm and
communication, socializing and educational functions should




There are presently no concrete universal standards for charging
job assignments in the consulting business. Methods used are usually
flexible and may vary form case to case. The computation of charge
could be:-
a. A fixed lump sum agreed before hand usually for simple
projects or studies with foreseeable costs such as
simple feasibility studies, or a simple training program
agreed before hand.
b. Variable charge at certain agreed rates depending on
time or efforts used e.g. ordinary consulting in
conference for tax planning or investment risks
analysis.
c. At a value equivalent to a certain percentage of the
value of the deal or profit of the project, usually in
agency services or negotiation of contracts.
d. A combination of the methods abovementioned.
The following characteristics of the job should be considered
tactically in fixing a price level for individual projects.
a. Time (man-hour) involved and costs incurred.
b. Level of expertise or specialty involved.
c. Whether the request is common or rare which needs to be
tailor-made.
d. Volume/value/profit of deal.
e. Legal and professional responsibililty of experts.
f. Position of client. The charge could be slightly more
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for agreeable and better off clients and less for
clients in difficulties on compassionate or special
grounds.
g. Use lower prices especially in beginning of business
and/or for development of new client as an incentive to
attract more long term business.
Objective
During the individual stages of development of the firm, the
following shall be the pricing objectives
1. At the initial one or two years price is structured to
establish a more than reasonably priced image for excellent
consulting service in order to build up the firm name.
2. At the consolidation stage prices could be set to provide
adequate incentive for extraordinary and outstanding outputs
and efforts of experts and prospective ones in order to the
upgrade the company strength.
3. Upon establishment of the firm, pricing will be targeted at
profit maximization.
Strategies
It is quite essential that the criteria and rationale for
computation of charges be thoroughly discussed with the clients before
taking the job assignment to avoid unnessary argument afterwards which
could be damaging to firm- client relationships.
Since the market for consulting service is immature and imperfect
and services provided are not strictly comparable, pricing system
should be used tactically to attract more business including services
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being accepted even if only below total cost level is chargeable if
they could have net contribution to the income of the business or if
they represent good potential for future business opportunities.
Differential pricing method can be used extensively to tape
revenue contribution and also secure more clients with business
potential.
Tasks
The following will be the major tasks:
1. Nicely prepared pamphlets will be prepared to
illustrate price/ charging scales.
2. A nominal amount of say HK$2,500.00 per annum is to be fixed
for annual retainer services for clients.
3. As far as possible, cost budget will be agreed before the
engagement is finalized. An estimated figure should be
conveyed to the client even if an accurate projection of





Based on the recommended company structure and requirements, the
estimated initial outlay would be as follows:
HK$
Decoration, furniture and equipment 50,000 (below)
3,500Incorporation expenses
15,000Various rental and utility deposits
19,500Pre-operating salary and promotion costs
88,000
Breakdown of decoration, furniture and equipment comprises:




9,0003 conference and managers' table
3,0001 set of reception sofas
5001 set of tea table and newsstand
1,0002 corner tables
7,50013 chairs
12,0001 microcomputer with printer
3,5001 typewriter with stand
Partitioning, false ceiling, blinds
6,000and furniture
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Miscellaneous installations of photocopying





As it is impossible to project the fee revenue with any
reasonable degree of accuracy at the pre-operating stage of
development, the breakeven analysis approach has been adopted to
determine this minimum level of fee income in order to cover the
overheads. The breakeven analysis has been based on the following
assumptions:
1. Travelling and entertainment expenses are on account for the
client on actual reimbursement basis. Accordingly, no gain
or loss would arise from these expenditure. A normal
practice is to obtain cash advances from clients prior to
the commencement of an assignment.
2. No accounts receivable (and accordingly working capital
required to finance) or bad debts would be incurred as
payment from clients are in advance or on progress of
assignments.
3. Referral fees, if any, would be taken net into the fee
revenue and not regarded as expenditure items.
Fixed Overheads
All overheads are basically fixed in nature except printing an(
stationery and charges by the various consultants in an assignment
(discussed in below). For simplicity purposes, printing and
stationery will be taken as immaterial. The following will be the
components of total fixed overheads on an annual basis.
HK$
156,000Salary of the manager
39,000Salary of the secretary assistance
Depreciation and amortization
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decoration and fixture on a three
year basis (term of lease) 2,000
furniture and equipment on a five
year basis (estimated useful lives
with no residual value) 8,800
Rent on a $14 per square foot per month
67,200on net area for 440 square feet area
42,000Miscellaneous utilities and expenses
315,000
Variable Overheads
The only major variable overhead should be the charges by the
various core group members and associated contractual consultants
engaged in a particular project. These consultants would quote their
charges for undertaking their respective areas of the assignments.
The manager would sum up these charges and add on a margin to come to
a quotation to be agreed with clients.
From the result of an interview with a consultant firm which
operates on a similar basis, an average of 60 percent of the revenue
will be the time costs payable to the consultants, leaving 40 percent
for the firm to cover overheads. On this assumption, the level of
total revenue required in order to breakeven in the centre's







Revenue would basically be derived from the following sources:
a. Retainer fees from clients who would like to receive all
rounded advices from a supermarket of consultants. The
amount of retainer on an annual basis should be around
$2,000 to $3,000 at the early stage of development and
shall be revised at later stages. This will provide steady
cash income of the centre.
b. Special projects.
The proportion of contribution from these two main sources is
difficult to predict but it is conceivable that the revenue from




At the initial stage of formation, the authors believe that only
a minimum level of share capital will be required, say, one share each
being allotted to each of the seven core group members. Additional
funds required to finance the initial outlay and the first, say, two
months of operation with the assumption that there is no income
whatsoever during this period, would come from interest-free unsecured
demand loans from the seven founders in equal portion. The reasons
are:
a. Demand loans are more flexible in case of withdrawals or the
centre being able to accumulate adequate fund for self-
financing. In Hong Kong, reduction of share capital would
involve substantial amount of legal proceedings and court
hearings.
b. The centre will not have any securities at the initial stage
to raise external loan finances from, say, banks.
c. Loans from other interested parties would be expensive in
terms of interest and even if this may not be the case,
these parties would most definitely require a say in the
operation of the business and interfere with the control of
the centre.
Based on the level of estimated initial outlay and the estimated
average running cost of the centre for the first two months operation,
the level of initial funds required would be as follows:-
Estimated Initial Outlay 88,000
Operating'costs for the two months






or $20,000 per head of the seven core group members.
For subsequent months, even assuming that there is no income for
a month, the level of commitment would only be $25,000 per month or
$3,600 per head of the founders. This should be a manageable level of
fund demanded from the founders.
From the above analysis, the authors would draw the conclusion that




Tasks at the implementation stage
As proposed in the previous chapter, an independent limited
company will be established for the joint profession consultancy
centre through the followings:-
1. Name search, professional business name will have to be
agreed upon by the founders and be applied for approval by
the Companies Registry. They will take approximately two to
three weeks. Preferrably, three to four names will be
applied for to ensure no time is wasted should name be
rejected.
2. Company Incorporation. Upon approval of the name,
incorporation secretarial work will commence. They will
take about another three weeks before the Certificate of
Incorporation is obtained from the Companies Registry.
At the same time,
a. business cards and pamphlets will be designed, drafted
and printed. These publications should give a
professional image and attractive to the small and
medium size business.
b. office space near the accountant of the core group will
be secured.
3. Floor plans (Exhibit 3) will be designed and agreed by the
founders. Decoration and innovation work will then
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commence. They should give a neat and professional image
and need not be luxurious, or else smaller clients could be
scared off.
Office equipment and furniture will be acquired upon the4.
necesary individual founders provide the required funds
(Chapter nine) into a bank account which will be operated by
the general manager.
Programs for holding meetings of potential clients will then5.
be arranged by the core group members.
Time required to operate
Based on the above, the total time required prior the
commencement of operation is around eight to ten weeks.
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學 生 專 題 研 究 用
Student Research Projects
To:
Re: Business Research Report in Fufillment
of the Master of Business Management course
of the Chinese University of Hong Kong
We are two final-year students of the Three-year MBA
Business Management Programme of the Chinese University of Hong
Kong.
Part of the course requirement of the Master Degree
that we have to conduct a business research-to the satisfaction of the
school authorities for learning and education purposes.
There have been substantial changes and adaptions in
the business set-ups, orientation and strategics in Hong Kong
particularly in view of the 1997 issue and the opening up of the China
market. There have also been some growth in the business consultancy
services sector.
We, therefore.,have chosen to conduct a sample study on
business management consultancy and related services business in
regard to their services' nature and scope, organization and business
development and the main problems faced by them in the latest
development.
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Your company is a respected and established firm in the
field of business consultancies and you are in the management of your
company. Wei therefore would be most grateful if you could render us
your kind assistance to our research by sharing with us your opinions
and views. Hence ,we are requesting an interview with you at a time
convenient to you.
To facilitate our dialogue, we enclose herewith a
framework/guideline of the contents of our interview.
Thank you very much in advance for your kind
consideration and support. Should you have any queries or




Questionaire for Business Consultancy Firms
Brief Background Information of Your Company/Firm.1.
Set-up date and objectives.
Brief history, phases of development and stages of
changes.
Size of Establishment, types of staff.
Approximatevolume of business.




What area of busine6s would your company expand and what3.
area to diminish (if any)?
What are the target clientele groups and why?4.
What is the organization structure of your firm?5.
What are the capital and cost structure?6.
How are the professional staff engaged and deployed? Any
7.
use and difficulties for the engagement of part time staff.-
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8. What is the marketing strategy of your company?
What are the usual procedures and systems for taking up job9.
assignment and provision of services?
What is the fee structure for services provided by your10.
company?
How important is the information system and the back-up and11.
how are they organized?
General outlook of the market trend and the direction of
12.
business development of your company?
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Student Research Projects
To:
Re: A Business Research Report on
A Feasibility Study of a Joint
Professional Business Consulting
Services Centre in Hong Kong.
We two are final-year students of the 3-year Master of
Business Management program of the Chinese University of Hong Kong.
It is part of the course requirement of the Master
Degree that we have to conduct a business research to the satisfaction
of the school authorities for learning and education purposes.
There have been substantial changes and adaptions in
the business set-ups, orientation and strategics in Hong Kong
particularly in view of the 1997 issue and the opening up of the China
market. There have also been some growth in business consultancy
services sector. We are much interested to find out if the ides of
setting up and operation of a joint professional business consultancy
services is a workable alternative or substitute to the conventional
type of each professional like legal, accounting and financial experts
practising on its own in providing advisory and consultancy services.
In the old from the client has to jump from on professional to another
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We have, therefore, decided to carry out the caption
study. The proposed Services Centre will provide package advisory,
training and information services on request by a team of experts,.of
management, marketing, finance, legal and accounting specialities.
You are responsible for the management of your esteemed
company and you have undoubtedly across management problems of various
kinds We hope you could render us your kind assistance to our research
by sharing with us your opinions and views as to our proposed
idea. Hence, we are requesting an interview with you at a time
convenient to you.
To facilitate our dialogue, we enclose herewith a
framework/guideline of the contents of our interview.
Thank you very much in advance for your kind
consideration and support. Should you have any queries or




QUESTIONAIRES FOR POTENTIAL CLIENTS
The following are the questions put on the existing clients, being the Chief Executive
Officers (CEO) of the companies, of the two authors. Questions or answers which are
specific to a client under special circumstances are not included
1. What is your nationality by birth?
2. When was your company established?
3. What is the mode of set-up, viz:-
- a limited company incorporated in Hong Kong?
- a branch office of an overseas incorporated entity in Hong Kong?
- a partrietorship?
4. How much is the capital paid-up to date of the company?
5. What is the approximate annual turnover of the company?
6. What is the principal activity of the company?
7. Are the company's activities based chiefly in Hong Kong, and if not, where does the
major operation lies?
8. How many staff is in the company's payroll?
9. Are you finding particular difficulties, and if so, would you welcom:-
- an external opinion and impartial adice? or
- assistance in solving them?
10. Do you have a specific project but
- indequate staff time available? or
- insufficient specialist knowledge necessary? or
- no permanent need for such resources?
11. Do you feel that things are going wrong but are not clear precisely what the key
issues or real causes and possible solutions are?
12. Do you have specific problems in respect of
- financial planning and control?
- organization set-up and general management?
- marketing
- other special areas of trade eg. China?
13. If so, do you normally think through your difficulties as far as you can?
- have you considered whether you can overcome them by using existing resources?
- have you considered employing a specialist to act as internal consultant on
this or other problem areas? Why?
14. Even if you have no immediate problems do you consider that it would be helpful to
have a review of methods and systems etc. in order to keep ahead?
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15. Have you any previous experience with external consultants or professionals?
If yes, what is your general comment on their contribution? Or what are their major
drawbacks?
If no, is there any particular reason for not using their service?
16. Do you prefer external consultants to friends, business associates or business
seminars? Why?
17. If you prefer external consultants, do you intend to select them, and what are your
criteria in making your decision?
18. In your previous experience with your external consultants or professionals, have you
ever worried that their advice may not be comprehensive e.g. a legal advice may not
be able to take care of accounting or tax consequences?
19. Do you ever find yourself as the focus of communication between the individual teams
of consultants or professional rather than these people, communicating among
themselves?
20. How would you find a supermarket of professionals who are easily accessible
( although not immediately available) being able to serve your company on joint and
coordinated-team basis?






















Initial outlay of proposed floor plant
1. Reception table
2. Dabinets
3. Conference and manager's table
4. Reception sofa set






micro computer with keyboard and printed
electric typewriter with stand
refreshment area
landscapings
Floor area is approximately 400 square feet on a net basis.
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Exhibit 4: Draft Agreement Between the Clients and the Services Centre.
A N A G R E E M E N T Oneday ofmade the
thousand nine hundred and eighty-six
BETWEEN
having its registered office at
(hereinafter called the company) of the one part and
of
(hereinafter called the consultant) of the other part
WHEREBY IT IS AGREED as follows:
1. The company hereby engages the consultant and the consultant
agrees to serve the company as consultant of the company's business with
effect from the day of for a period of three year and
thereafter unless and until this agreement shall be terminated by either
party serving on the other six calendar months' prior notice in writing
expiring on the last day of the said period or any day thereafter or the
consultant's engagement hereunder shall be for life.
2. During the continuance of this agreement the consultant shall
unless prevented by ill-health devote such of his time attention and
abilities to the business of the company as may be necessary for the proper
exercise of his duties as consultant or as the consultant shall deem
necessary or as the board of directors (hereinafter called the board) may
decide PROVIDED that nothing herein contained shall require the
consultant to devote to the business of the company more that hours
in any one calendar month or (subject to clause 6 hereof) preclude the
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consultant from acting in a similar or any other capacity for any other
person firm or company.
3. Subject to the foregoing the consultant agrees to advise and
assist the compang as required in all branches of its business including in
particular but without prejudice to the generality of the foregoing set out
the consultant's particular proposed duties and functions.
The consultant shall comply with the reasonable directions of the
board and use his best endeavours to promote the interests of the company.
4. In consideration of the services to be rendered by the consultant
hereunder the company shall pay to the consultant
a. a fee of per month (variable upwards at the discretion of
the board) payable monthly on the last day of every calendar
month or quarterly on the first days of March June September and
December commencing with a proportionate payment on the day of
. Such fee shall be inclusive/exclusive of
any fees payable to the consultant as a director of the company
b. such additional sums (if any) as shall from time to time be
determined by the board having regard to the services rendered by
the consultant.
The consultant or his personal representative shall be entitled
to a rateable proportion of the sum or sums payable under this clause for
any broken portion of any year during which his engagement hereunder
subsists.
5. The company shall reimburse to the consultant all reasonable
travelling and other expenses properly incurred by him in the performance
of his'duties under this agreement PROVIDED that the company may require
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any such expenses to be duly vouched by written evidence where procurable
6. The consultant shall not (except in the proper performance of his
duties hereunderl during or after the termination of his engagement
disclose to any person whatsoever any information relating to the company
or its business or trade secrets of which he has or shall hereafter become
possessed.
7. If the consultant shall be guilty of any serious misconduct or
any serious breach or non-observance of any of the conditions of this
agreement or shall neglect or fail or refuse to carry out the duties
assigned to him hereunder the company shall be entitled summarily to
terminate his engagement hereunder without notice and without any payment
in lieu of notice.
8. The consultant or his personal representatives shall upon the
termination of his engagement immediately deliver up to the company all
correspondence documents specifications papers and property belonging to
the company which may be in his possession or under his control.
9. If before the expiration of this agreement the engagement of the
consulatant hereunder shall be terminated by reason of the winding up of the
company for the purpose of amalgamation or reconstruction or as part of any
arrangement for amalgamation not involving winding up and the consultant
shall be offered an engagement with the amalgamated or reconstructed
company for a period of not less than the then unexpired term of this
agreement and on terms not less favourable than the terms of this agreement
the consultant shall have no claim against the company in respect of such
termination.
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10. This agreement shall take effect in substitution for all previous
agreements and arrangements whether written oral or implied between the
company and the consultant relating to the services of the consultant and
such agreements and arrangements shall be deemed to have been terminated by
mutual consent with effect from the day of
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